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For more information about
Artesian Resources Corporation,

please visit us at:

www.arfesianresources.com




Bopulation Served :

Metered Customers

Annual Production I 3 TSbiIHcm _g'::altoﬁ_s A
Miles of Main S =‘I,"I'-':i 1 | -
Active Welis . . | : 178
Storage Capacity 43 miltion gallons

Water Service Territory 275 square miles

Wastewater Service Territary _ 24 square miles

Average Cost Per Day
for Residential Water Service
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This past year, we talked to

many investors albout Artesian
Resources and the benefits

our company provides to
shareholders. We heard

about the consistency of our
earnings {which were again

at record levels in 20101 and

our clockwork-like delivery of
dividends and dividend increases.
In short, we provide predictability,
which is even more highly prized

when the economy is volatile.

But we are more than just a safe
haven in tough times. We're built to
deliver sound rcturns during the good
times as well. We have taken advantage
of the lull of the last few years to make
acquisitions and infrastructure invest-
ments that have positioned our company
to grow quickly as the economy rebounds.
We now have service coverage in the
areas of the Delmarva Peninsula that are
expected to develop most rapidly.
We also have the modern plants and
equipment that will enable us to deliver
safe, reliable water and wastewater

service to our customers,




In 2010, we set new company records
in revenues and net income, despite the soft
economy that limited growth in our service
areas. Our revenues grew to $64.89 million,
a 6.5% increase from $60.91 million for 2009,
Net income grew to $7.62 million, a 4.9%
increase from the prior year’s $7.26 million,
representing the 7th consecutive year of net
income growth. Diluted net income per share
increased to $1.00, up from $0.97 for 2009.

Our strong earnings helped us to
continue what has becorne a tradition
for our shareholders: dividend checks.
We began paying dividends in 1931 and
we have now paid dividends each quarter
for the last 18 years. In 2010, we increased
our annual common stock dividend
twice, by 0.5% in April and another 0.5%
in October, which brought the annual
dividend to 50,7568 per share. We have
now raised our dividend each year for the
last 13 years. Over the last five years,
we have increased our dividend at a
4.8% average annualized rate,

Revenue growth was driven by an
increase in water sales, compared to 2009,
when record rains had reduced water usage
in our service areas. While water sales
comprise 87% of total operating revenues,
we continue to recognize the value of and
to pursue the growth and diversity of our
non-utility businesses. These ventures are an
important source of value for our company.
Last year, for example, our engineering
services and our Service Line Protection
programs made a significant contribution

10 our revenues.

9

Operating expenses, excluding income
taxes and depreciation, increased by 7.4%;
however, the ratio of those expenses to total
revenue remained relatively flat.

We have been able to execute so
consistently because we know our business
very well. Artesian has now been providing
water service for more than 100 years.

We have an experienced and talented
management team and a growth-oriented
strategic plan, and we never fose sight of
why we exist: to provide solutions for our
customers, communities and shareholders.

That is why we have made Solutions
the theme of this annual report. The water
and wastewater solutions we deliver to our
customers--who represent a population of
mare than 300,000 on the Delmatva Penin- )
sula—arve essential for health and safety. The
solutions we deliver to cur communities—
via millions of dollars of infrastructure
investments each year—suppart growth
and prosperity. And the solutions we provide
to our shareholders—in the form of consistent,
high-quality earnings—help them meet
their financial goals,

Thank you for your investment and
ongoing confidence in and support for
our business,

Sincerely,

Ci) o a%@

Dian C. Taylor
Chair of the Board, President and CEQ
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fo mance, Arteman :haé ﬂduri_ﬁhéd. The Company is _tfj_e eighth

ed water utility in the United States.
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Positioned for

While the weak economy slowed growth

in our franchised areas, we added 1,500
metered customers in 2010, and we believe
the region continues to be attractive for
future development. We made significant
advances in 2010 in preparing for this

eventual growth.

In Cecil County, Maryland, new
businesses and thousands of residents
are expected to move to the county’s
designated growth area as a result of the
decision by the Base Realignment and
Closure Commission to consolidate some
U.S. Army functions at the nearby Aberdeen
Proving Grounds (APG). Nearly 60,000
new jobs—up from the initial estimate

of 40,000—are expected at APG.

Arteslan's service area spans Cecil

County’s designated growth area and
continues to expand. In 2010, we closed on
an agreement to acquire the water assets
of the Town of Port Deposit. Those assets
included a water supply allocation from

the Susquehanna River.

In Delaware, we expect that our customer
base will increase, particulatly in the southern
part of the state (Sussex County), because of
the relatively lower cost cf living and the
availability of development sites near the
Atlantic Ocean. To support such growth, we
began construction in 2010 of our Northern
Sussex Regional Water Recharge facility,
which ultimately will provide millions of gallons
of wastewater service in Sussex County.

The facility includes a 75-acre treatment site
and approximately 1,700 acres of preserved
farmland, where treated wastewatear will be

disposed of through spray irrigation.

Artesian closed on an agreement to acquire the water assets of the Town of Port Deposit, including a water supply allocation
from the Susquehanna River. Artesian can supply the entire length of the Cecil County, Maryland, growth area.




Artesian is not just waiting for the
economy to turn around and drive growth.
In the last few years, the Company has
steadily increased its non-utility operating
revenie by intraducing its Service Line
Protection Plans, signing design and operating
contracts for water and wastewater systems,
and acquiring a consulting engineering
firm, which is now known as Artesian
Consulting Engineers, Inc. Last year, non-
utility operating revenue grew by 8.2% to
$5.23 million, and in the last five years,

it has tripled.

CurWater and Sewer Service Line
Protection Plans are guite poputar. In 2010,
they generated §1.69 million in revenues,
The plans cover maintenance or repairs of
participants’water or sewer service lines
should the lines break, leak or become

clogged.

Municipalities and developers are

increasingly tuming to Artesian’s experience

in designing, building and operating water
and wastewater systems. Artesian has more
than 20 contracts with private, municipal
and governmentai institutions. These
include agreements to provide water to, or
operate water or wastewater systems for,
Cecil County, Chesapeake City, Elkton and
Charlestown in Maryland, and Middietown,
Clayton, Georgetown, Odessa, City of

New Castle, Delaware City and Dagsboro

in Delaware.

Last year, we announced the creation
of the Artesian Water Recycling Partnership
(AWRP), which was developed to encourage
and support the use of reclaimed water for
agricultural irrigation and other needs.

The AWRP’s first project, in Middletown,
has already saved millions of gallons of
water and increased the capacity of the
town's wastewater system. Artesian
provided project planning and engineering
and completed the project in cooperation
with seven partners—the town of
Middletown, Governor Jack Markell’s
office, the Delaware Department of Natural
Resources and Environmental Control, the
Delaware Department of Agriculture, the

University of Delaware and two area farmers,

Artesian’s innovative water recycling partnership in
Middletown, Delaware, brought together various state and
local government agencies for an award-winning project
that is saving the state millions of gallons of water.

)
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The People of

Our century of providing quality water
service in our markets gives us a competitive
advantage. Having developed a reputation
for excellence, we are able to attract and
retain highly qualified and committed
employees and managers who are established
industry experts. Our reputation and experi-
ence have also helped us to negotiate water
and wastewater service and acquisition
agreements in the fastest-growing areas of

Delaware and Cecil County, Maryland.

One of our experts is Senior Vice
President Bruce Kraeuter. In 2010, Bruce
was appointed to the US. Department
of Homeland Security’s Water Sector
Coordinating Council, one of 10 councils
that address the safety of the nation’s critical
infrastructure in different industry sectors,
Bruce is one of the nation’s leading authorities
on water and wastewater systems, and
we are very fortunate and proud to have

him on our management team.

Senior Vice President
Bruce Kraeuter was
appointed to the U5,
Department of Homeland
Security’s Water Sector
Coordinating Coundil.




involvement in the

fn addition to our industry know-how,

our company and our employees actively
participate in the communities on the
Delmarva Peninsula where we provide service,
Following are just a few examples of our

community involvement during 2010:

+ For the 19th consecutive year, Artesian
sponsored and volunteered in the Christina
River Watershed Clean-up, which recently
received the Governor’s Qutstanding
Voiunteer Award for the Environment.

« For the fourth straight year, Artesian
volunteers placed first in the Blood Bank of
Delmarva’s Summer Blood Challenge.

- Artesfan employees volunteered
throughout the year in countless other
activities benefiting the people in the
communities we serve. These efforts
included the Basket Brigade of Delaware,

the Salvation Army Christmas Angel Tree
Program, the Cecil County Christmas in
Aptil Program, the American Cancer Society
Making Strides Against Breast Cancer Walk,
the Delaware MUD RUN benefiting the
Leukernia Research Foundation, and many
other walks, runs and events.

Providing Solutions

All of us at Artesian are proud of the work
we do. We provide essential services for our
customers. We operate efficiently—our
water service costs just $1.53 per day for our
average residential customer. We continually
improve our water and wastewater systems,
hire the best people possible, invest in the
infrastructures of our communities, and
generate sound returns and increasing
dividends for our shareholders.

Artesian has been a proud sponsor of the Christina River Watershed Clean-up, which received the Governor's
Qutstanding Volunteer Award for the Environment,







Information

Shareholder Inquiries

Shareholder inquiries regarding Class A
Non-Voting Common Stack accounts, including
transfer requirements, lost certificates and
dividend payments, should be directed to:

Registrar and Transfer Company
10 Commerce Drive

Cranford, New Jersey 07016-3572
{800) 368-5948

www.rtco.com

Shareholder inquiries regarding Class 8 Common
Stock accounts, including transfer requirements,
lost certificates, dividend payments and requests
for investment materials, should be directed to:

Nicholle R. Taylor, Vice President
Artesian Resources Corporation
P.O. Box 15004

Wilmington, Deiaware 19850
(302} 453-6900 (800}332-5114
ntaylor@artesianwater.com

Bividend Reinvestment and
Stock Purchase Plan

The holders of record of the Company’s

Class A Nan-Voting Common Stock are eligible to
participate in the Dividend Reinvestment Plan.
The plan provides for the direct purchase of
Class A Non-Voting Common Stock through
reinvestment of dividends and/or optional cash
payments without any fees. To obtain a copy

of the plan prospectus, contact either Registrar
and Transfer Company or Artesian directly.

ebruary 82011 February 18,2011

and May10,2011 . May20,2011
3d. August8, 201 August 19,2011
4th November 11,2011 November23, 201 ’)‘

CAUTIONARY NOTE ON FORWARD-LOOKING STATEMENTS

Al] statements other than historical facts are forward-locking and
actual results may diffar materially from those projected, anticipated
or implied. Please refer to *Risk Factors“on pages 16,17, 18and 19
of the Company's Annual Report on Form 10-K for the yearended
December 31, 2010 for a description of the substantial fisks and
uﬂcer{aiﬂﬁés'rglatg&\to the forward looking statements included in

. this An_nuéi Report. Past performance of Artesian's Common Stack

is not predictive of future returns,
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